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Brief background

• Auditing is an independent assessment whereby auditors test the transactions using

records as supporting documentation (Dandago 2009).
– To be in a position to express an audit conclusion in the positive form, … it is necessary for the auditor to

obtain sufficient appropriate evidence.

• Relationship of RM and auditing can be traced through the ‘double-entry system’
– Double entry system originated in Italy in the 13th century Frater Luca Bartolomes Pacioli (1445-1517)

• Initially auditing took place orally hence the word audit derives from the Latin word

audire

– This also manifests in the book of Luke 16:1

• The most ancient forms of memory were oral and the most ancient keepers of

records were the remembrances

• Pacioli published a book in 1494 on mathematics (Summa) which included 36

chapters explaining the double-entry system

• Pacioli simply described a method used by merchants in Venice during the Italian

Renaissance period. His system included most of the accounting cycle as it is known

today. For example, he described the use of journals and ledgers, and he warned that

a person should not go to sleep at night until the debits equaled the credits - the

assertion that AGSA
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Brief background . . .

• Industrial Revolution (1750-1850), that auditing began its evolution into a field of

fraud detection and financial accountability

• Management was hired to operate businesses in the owners' absence (the process

that would later in the modern world be controlled through corporate governance

models),

• Section 15 (1)(a) of the Public Audit Act, 2004, stipulates that during the audit

process, the AGSA is authorised at all times to have unlimited access to records and

information of the public institutions.

• Section 14(1) of PAA requires auditees to submit financial statements which are

subject to the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA),

as amended, or the Municipal Finance Management Act, 2003 (Act No. 56 of

2003) (MFMA).

• NARS Act – section 13



Types of audits

Regularity

• Constitutional 
mandate S188

• S4 & 20 of PAA

• S4(3) may opt not 
to perform audits of 
certain public 
entities listed in 
PFMA 

• Full application of 
ISAs 

• Supplemented by 
public sector 
perspectives based 
on ISSAIs

Performance

• S4 & 20 of PAA

• Full application of 
ISAs and ISSAIs

Investigations

• S5 of PAA

• Based on ISA 
principles 

• Own documented 
standards and 
methodology

Special

• S4 of PAA

• Full application of 
ISAs after 
consideration of 
decisions to accept 
in own guidance



Regularity auditing process

Engagement activities

• Engagement risk  assessment

• Determine skills & competence 
of audit team

• Establish terms of engagement

Planning

• Risk assessment at:

• Overall FS level

• Detailed accounts and 
transaction level 

Perform the audit

• Design audit procedures to 
address risk identified in 
planning

• Perform planned procedures

Evaluate, conclude and reporting

• Evaluate all evidence obtained

• Communicate findings 

• Prepare management report

• Prepare auditor’s report 



Audit opinions

– Unqualified

– Unqualified with matters

– Qualified 

– Adverse 

– Disclaimer



Consequences



Consequences



Types of records required for audit

• Assets

 Fixed assets – asset register

 Other assets – confirmation documents

• AOPI 

 Strategic plan

 Business plan

 Supporting documents for the achievements

 Reports on the actual expenditure on projects

• Expenditure

 Payment batches (including invoices, orders, requisitions)

 Tender documents (including SBD forms, tax clearance certificates)



Types of records required for audit

• HR

 Personnel files

 Leave files with all appropriate documents, e.g. medical certificates

 Personnel appraisals (performance agreements, quarterly or mid-year 

reviews, final reviews, calculation for bonuses, etc.)

 Overtime (approvals, calculations, proof that it was actually worked) 

 Appointments (organisational structure, job descriptions, job evaluations, 

advertisements, minutes of meetings for the selection committee)

 Proof that verifications were done, if necessary



Poor RM



The problem

• The AG often express his concern in the general report on audit outcomes

about certain areas of financial management in the public sector which are

problematic, e.g. record-keeping.

• It would seem that there is a correlation between record-keeping and audit

opinions. This study sought to analyse the GRAOs of AGSA from 2000/01 to

2009/10 in terms of certain findings on record-keeping. In view of the above,

the study sought to:

(i) identify the reporting trends in the AGSA’s general reports in 

relation to record-keeping from 2000/01 to 2009/10 

(ii) investigate the frequency of the word “record” and its synonyms in 

general reports 

(iv) determine the contextual usage of the word “record” and its synonyms in 

the audit findings 



Methodology

• Paradigm = positivism

• Approach = quantitative

• Method = informetrics

• Tool = document analysis

• Analysis = Wordsmith and TextSTAT



Trends (Municipalities)

Audit outcomes for municipalities (2000/01 to 2009/10)

2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10

Disclaimer 3 - 8 3 26 28 25 108 71 77

Adverse 3 - 2 10 2 130 118 11 6 7

Qualified 49 384 8 58 72 67 71 63 42 60

Unqualified
(with other 
matters)

38 12 12 39 54 43 53 90 104 122

Unqualified
(with no other 
matters)

- 4 - 45 44 2 3 4 4 7

Total 93 400 30 155 198 270 270 276 227 273



Trends (Provincial)

Audit outcomes for provincial government departments (2004/05 to 2009/10)

2004/05 2005/06 2006/07 2007/08 2008/09 2009/10

Disclaimer
9 12 4 3 4 10

Adverse - 2 3 2 2 -

Qualified 35 50 56 38 31 24

Unqualified
(with other matters)

63 50 49 69 86 75

Unqualified
(with no other matters)

1 5 7 7 4 14

Total 108 119 119 119 127 123



Trends (National)

Audit outcomes for national government departments (2004/05 to 2009/10)

2004/05 2005/06 2006/07 2007/08 2008/09 2009/10

Disclaimer
1 - 1 1 - -

Adverse - - - - - -

Qualified 5 11 11 11 12 11

Unqualified
(with other matters)

25 19 19 15 16 19

Unqualified
(with no other matters)

2 4 3 7 6 4

Total 33 34 34 34 34 34



Contextual usage of words

• Municipalities received a disclaimer of audit opinion due to poor record-keeping. 

• Adequate record-keeping not being implemented and communicated.

• Some municipalities had challenges with proper record-keeping.

• Entities are experiencing a severe lack of appropriately skilled staff and inadequate 

record-keeping. 

• Adequate record-keeping.

• Accurate records.

• Inaccurate record.

• Insufficient record-keeping.

• Proper record-keeping.

• Improved record-keeping.

• Lack of sufficient and appropriate evidence.

• Could not provide sufficient evidence.

• The main drivers of audit qualifications were as follows: sufficient appropriate audit 

evidence not provided.

• Disclaimer opinions were the results of insufficient audit evidence.



Contextual usage of words
• Inability to obtain sufficient audit evidence.

• No corroborating evidence.

• Data integrity.

• Data loss.

• No supporting evidence.

• Proper document management.

• Inadequate document.

• Adequate documentation.

• Appropriate documentation.

• Incomplete information.

• Accurate information.

• Reliability of information.

• Quality of information.

• Financial statements could not be substantiated by documentation.

• Incomplete document.

• No documentation.

• Unavailability of documentation.

• Absence of document management.



Frequency of words (N=20)

No. Word Frequency
1 Audit 8024
2 Unqualified 5819
3 Matters 5694
4 Financial 3984
5 Municipality 2893
6 Disclaimer 2862
7 Departments 2837
8 Report 2733
9 Opinion 2262
10 Qualified 2706

11 Municipalities 1902
12 Information 1661
13 Controls 1360
14 National 1284
15 Provincial 1007
16 Adverse 836
17 Record 694
18 Leadership 447
19 Governance 400
20 Risk 343



Other issues

• Strategic plan and business plan not meeting the SMART criteria

• Quarterly reports not accurate (milestones reported as achieved but not

actually achieved)

• Data integrity test not done

• Budget not linked to expenditure

• No financial system to track project cost

• Fruitless and wasteful expenditure

• Irregular expenditure



Conclusion

• The study concludes by arguing that records have to be managed properly

as this will assure all stakeholders, including citizens, that funds are indeed

used for achieving predetermined objectives.

• Without supporting reliable records, governmental bodies will continue to

receive disclaimer opinions.

• It is not beyond the reach of SA African public sector to achieve clean audits

– Clean audit can be achieved without wielding a magic wand

– All internal controls including RM should be in place

• A high percentage of clean audit opinions will free up AGSA resources to

concentrate on other types of public sector audits, particularly performance

audits so that auditing can add value to the country.

• Tone of leadership at the top is important

– Records managers should be able to convince those in charge

– Be involved in records management from the point of creation

• Otherwise the dream of RM contributing to clean audits will be a mirage.




